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On July 22 Ambessedor Durbyow succeeded in hrz.n('inr* out matry of the rumors
a.nd allegationa of 1llepal business sctivities by the Can lao iarty in the courss

. of & {rank discussion with rresident Diem’s brothor and political adviger Npo dinh
\ The Ambassador used the Colecrove articles as a pretext tc open up the subject
v fof the Can lao, MHeretofore the I'mbascy had had no legitimate reason to bring up

AL Farty's activities except iv conrecetion with the undor-invoicing of cassis.
i:\ ' l‘t'. ﬂhu was remarkablv frank in dscussing tho questiom and gave the Ambassador
N "r) Laaii i f, ¥a |
‘\ I
Vs 25X1
i‘\. [ omments 25X1
\} In the sbsencer of

a tyreat deal more information it is impossible to evalunte
w13, Bhu's explanation, !'owever, on the basin of the infarmation we do haveJthe <<
y:.--'r ssy i8 inclined to accept his statements as explaining in part the penersl

{ potiwmtions of the rarty sincs many of the business activities in question are un-
Houbtedly "illegal® by rormal business standards, (m the other hand, the oppor-
tuniem of the Farty, if practiced mednly for the good of the country, cuuld well
prove Lo have been the best course, Thus the opnly way to judge the Party’s activis,
ties is to wabtch their development and remain contimuously alert to any indications
f serious dlversioms of funds imto powrsomel holdings,] At this stage in Viet-llon's
development illegal practices must be judged by thelr degree and extent, with
frequent backward glances at the state of affairs pre<llemy in order to keep from
belng distracted by ocur oum moral Audgmonts.
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[— B ' Memorandum of Conversation T
Participantss M. Nge dimh Xhu, Amiw and brothsr to
the President of Viet-Namg

Ambassador Durbrow.
Data:s July 28, 1959, ‘

I opened the conversation by referrimg to the Colsgrove articles,about
whieh Ehu had heard but as yot not im detall, I described in gsneral the tencr
of the articlss, stating that mogt of the ascusations are fantastic and some of
the gtatsments do not involve United States aid but allegsd irregularities in the
GVE. I added ez is always the cese inm such matters there is a grain of truth to
many things Colegrove wrote about, although most are twisted out of comtext., I
told Nhu I recallsd certain passsges which inmvolved ths GVN, himself, his wife
and th¢ President; as well as other GVN officials, I stated, for instance, that

Gol{gr v -8lleged that at considersbls expense tw the United States a radic room
was bullt in one of the bedrooms of the Palace, so that the President eould '
broadeast to the natien; but that it had never besn used and wes now his (Mr, Nhu's)
office, Hs mads no comment., I then stated that Colegrove had alleged that a :

certain Major Cun; who until two or three years ago was the hsad of Radio Viet-Nam,
gconded with a considerable amount of funds which Colsgrove indlcated wers
United Btates ald funds. I described in a few words the allegations sbout the -
taxi dancers hired by Mr. Cuu as entertainers and announcers for Radio Viet-iam.

I statqd that based on my investigations it appeared that Mr, Colegrove, although
he had not so stated in his articles; had considsrable alleged informetion about
the "illegal® business activities of the Can lae Party, I added that unfortunately
for a long time there were many reports and rumors dealing with this same subject
which, iwhether trus or not, would zsuse s comsidersble loss of prestige te the GVN
if they should be published, I continued by stating that these rumors alleged
that no one could start a business here, foreigners or Vietnamese; unless they
paid ﬁmiﬂermbh sums to the Can Lao Party, In other cases it is contendsd that
if someone triss to start a business here the Party tries to take over comtrol. I
then réferred 1o the cassia shipments to the United States and outlined in some
datall |the bad impression that under-involeing had caused in official cireles inm
the ted States, I added that unfortunately a large mumber of businessmen hers
and in the States were cognizant of this under-invoicing, and I pointed out that
one of [the principal concerns on the part of the United States officials was that
apparsatly the extra profits gained from the under-invoicing, as well as the regu=
lar profite, did not revert to the benefit of the Vietnamese natioral econamy as

& whole. On the other hand, it appeared that all the money earned from these
actions went to individuals, ‘

Rhu tock up from there and talked for over half an hour to explain why the
Party, with the government’s concurrence, hdd been given gpecial benefits te
engage® in the export of cassia. This was done solely for the purpose of bullding
up this trade and inducing people to take the risks involved, both physical and
finapeial, in order to re-estsblish the Vietnsmese cassia industry. He pointed

|
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out thab the cessia trees were located in the high mountain area, in Central
Viet-Namg where the montagnards have baen infiltrated by the Viet-Cong. Thers-
fors the collection of cassia berk is very dangerous and the harvesters of

cassia Tan considerable physiczl risks im entering the area. Furthermors, sincs
cnts the cassis bark has been taken off, the tree dies, it was essential to leave
snough profit to the entrepreneurs to permit them to carry cut the government®s
erdere that for each cassia trse stripped at least ope other tree must be planted.
He atated that for the reasoms glven 1t was essential to givs spscial inducenents
during the early stages of the development of the industry, but now that the
industzy was golpg it was no longer necessary Lo use such inducement 1o entre-
preneurs to get them to enter this trade. He voluntserad that the cassia trads
had been given exclusively to the Can Leo Party and added thal because they wers

a dedicated nationalistic group they were willing to take the physical and
finaneisl risks involved, while yprivate entrepreneuwrs would not have been willing
%0 take these risks, Nhu then went inte a long explanation of how profits from
the "commercial section of the Can Leo Party® were used, He zaid, for instance;

of

§f the Party had not been able 1o meke considerable profits from the cassia trade

2nd other commercial ventures which were quite profitabla, it weuld not have been
poseibls to get and meintain the Yugoslav-built comstwise steamers particulaxly
nesded in Viet-Nam, Not omly did these steazers cosh s considerabls amount of
monsy, but it was necessary during the indtial stages of their operations hure to
pay dollar salariss to the foreign crows operating the boats.

He then explained that unf ortunately in newly-develeped countries the peopls
Aid not woderstand the long-rangs gdvanteges of setting vp profitable indusiries,
He stoted that the people in these countries have mot beem vermitted te have any
Lusiness or managerial treining snd wers only familiar with quick turn-over opera-
tiome much As buying lend, bullding houses and selling them mquickly st a profit,
14 was for these reasons that the government has to take the lesd in esteblishing
industries and profiteble iredes by investing mopey in such emterprises. Since
the gevernment does not have iec much cepital, it tad to turn to the small but
dadiceted grovp of the Can Lse Party and the members of the MRM, who are willing
to take the riske and make the sacrifices te help build up industry, Since thers
4% very little free capital in the country, the governmen: 1s foreed %o grant
privileges to the Can Leo Party and the NRM members to make fairly high profitz
initially im order to get the necessary cepital to jrnvest in the Dew enterprises.
o claimsd that now that it is becoming well-knowps in Viel - Nam ope can invest in
profitable enterprises through the KRM; more people are joining the Party, even
thone from the opposition. Nhu said that this was an encowraging fact and he
added that even many newly-maturalized Chinese sre joining the Party im order %o
be in a position to invest in Party-sponsorsd enterpriser. He addad that while
the govermment naturally hoped for some forelgn investmeny, their primcipal. con-
corn vas H0 develep a Vielnamese entreprencur class who would understand the

intricacies of capital formation and help to build up the industrial wmg% aﬁn
the svuntry. He reiterated, as he has in the past, that in those enterprizes

which the govermment has jnveated fifty-ope percent Or mora they would, in the
not too dimtant future, gell their shares to the publis orce the public became
swers thet through such ipvestment they ceuld have steady leng-term incomes. In
regard to the Party ghares, he contended that more and more of the capital for
Party enberprices was coming from individuals and thersfore asutomatically these ‘

_ anberprises would be nop-government.. He stated that in cewly-daveloped ccuntries
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(i‘t. is esssutisl to develop as large i bame &8 possible of azdimhd individuals
whe are willing to work for and with the governmant in order to build up & solid
econamy for the future, He pointed out that there are many Vietnamese engineeri
other professionals and techrieians who work for comparatively low salaries B
conprekimtpctoxcgxtaetys for the government when they & i1d earn twice as much
or more by working for Shell, Stanvac or other private can . While the gov-
ermment hopas to raise the selaries of these psople as oo as succesaful enter-
prises are msking sufficient profits, the goverrment had td coust en the pecumiury
sacrifiess of these davoted persens in order to meke progress in the esonomic
. rield.

i

i

T told Nhu that his explamstion of the commercisl operaiion of the Party was
very interesting, and I hoped that they would bs helpful in bullding up the
country. I added, however, that unfortunetely for a long time we had been re-
celving reports that gave quite a different plcture of the {Party eperations. I
reiterated that we had heard-——and foreign carrespondents had heard many reportg-——
trus or not, that the Party was trying to mopopolize 211 business and indusiry
in the ecmatry, I pointed out that if this impression per@s&a it would be
jmpossible to attract any forelgn capital to Viet-Nam and the goed reputatiom
alrsady enjeyed by the (WN as & government trying to geim its ecenomiec independ-
snce A $oon 28 possible with Americam aid would be lest, ahd net only would
Gongress question the advissbility of giving additional aid to Viet-liam bul any
prospective investors would bypass Viet-¥anm,

3

H

Nhu replied that these reports were put out primerily by <he Bai Vieb -
oppesition, the Communists and other opposition elements, Hccording to Hhu, the
Dai Viet amd other oppositiem parties except the Commnists sre not parties in
any mense of the word. They are composed of a few score of disgruniled persemy
who have no appsal to the people, have no backing among the; population axd who
telieve by unchjective criticism of the govermment they can gain pympathy pri-
marily from forelgn sources—French, Americen or others. Khu is convinced thais
- nerespondents such as Colegrove and cthers are sought out by the Dal Viet,
Communists snd other opposition elements and fed erromecus Auformation in the
hope that they can gain prestlge and publicity from these spurces and perhapa
sventually guln enough backing to overthrow the regime and taks comtrel.

He them outlined how he had operated himself under the' Bao Dai regime to
set up his party, together with lits newspaper, vwhich slthough in oppositien to
the goverrment was never suppressed. He claimed that he was most careful not to
eriticize the entire regime but to make only objective eriticisms when ‘the gov-
eroment deserved it and to praise them when they were doing something constructive
for the country. Nhu clsimed he had recently called in opposition leaders and
adviged them to operate in the same way. He pointed out that the Communisis had
learned this trick in which they never criticized an entire govermment or sn
entirs peepls but plcked and chose among the leaders who are subjsct to criticsl
propagends blasts and praised othera in the governmen:t who &llsgedly do not see
eye to eys with the "misguided" Faders. ) i
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